Summary

[d Next Steps

%ﬁ 13

WP (F-4) 6 73/98



WP (F-4) 6 74/08

NiCor

Credit Package Solution
Selection Project

May 22,2001

Credit Selection Team Members
Richard Anderson - Project Manager
Gus Gil - Architect
Linda Hayden - Lead Credit SME
LouAnn Johnson - Architect
Gene Maxwell - Hardware
Cindy Nelson - Hardware/Database
Elaine Patanella - Business Analyst
Ram Thambrahalli1 - Architect
Ron Westphal - |.S.Team Lead




WP (F-4) 6 75/98

Credit Package Solution Selection Project

Table of Contents

Executive Summary

Preferred Vendor Review

2.1 Background

2.2 Corporate Overview

2.3 Revenues and Company Business

Credit Product Functionality

3.1 Overview

3.2 Customer iD/Customer Centric
3.3 Behavior Model

34 CreditCycle

3.5 Collection Agencies

3.6 Deposit

3.7 Deferred Payment Arrangement
3.8 Customer Contact

3.9 Legal

3.10 Product Functionality

3.11 Overall Look and Feel of User Screens
3.12 Security

3.13 Assessment

Architecture

4.1 Application Framework

4.2 Customer Centric Data Model
4.3 Assessment

Platform

51 Database Options
5.2 Unisys Impact
53 Assessment

Suite of Product Offerings

6.1 Overview

62 Rates

6.3 Billing

6.4 Meter Reading

65 Meter and Equipment Management
6.6 Field Orders

6.7 Payments

6.8 Adjustments

06/25/04

Page

ENENEN

© © © OO0

11
12
14

15
15
16

17

17
17
17
18
18
18

Page 2 of 22



WP (F-4) 6 76/98

Credit Package Solution Selection Project

Direct Vendor Investment

7.1 Overview 19
Additional information

8.1 Vendor Ability to Deliver 20
8.2 Final Selection Criteria, Rankings, Weights 2

06/25/04 Page 3 of 22



WP (F-4) 6 77/98

Credit Package Solution Selection Project

Executive Summary

The Credit Selection team was tasked with selectinga Credit package
solution that would replace the current legacy Credit system.
Vendor selection began in July 2800 and the final recommendation for
SPL WorldGroup will be made on May 22,2001. The Vendor Selection
Team engaged in the following phases in the process of selecting a Credit
software vendor solution:
o Validate and identified business requirements
o Identified and pre-screened available Credit software solutions with the

assistance of Gartner and Meta.

- AMS

- Dakcs

- Lawson

— Paysys

— Columbia Ultimate

- E_Credit.com

— LondonBridge

— SPL WorldGroup

— Cyber Resources

— Headstrong

— Ontario Systems

Identified and prescreened the top four vendors in February,2001
— Headstrong
- E_Credit.com
— London Bridge
— SPL WorldGroup

Narrowed the selection to the final two in March, 2001
— SPL World Group
— London Bridge
¢ Final two vendors on-site for knowledge transfer, and further
technology and functional evaluation of their products.

Based on the final vendor criteria evaluations, the Vendor Selection Team
selected SPL WorldGroup's product version known as CorDaptix, as the
best option for NICOR.

SPL WorldGroup offers solution sets to utility companies facing rapid
deregulationin an increasingly competitive and changing global market.
SPL is an international provider of componentized customer care and
billing software for the energy services and utility industries, with extensive
experience in a wide variety of areas that enable utilities to provide
superior services to their entire customer base.

06/ 25/ 04 Page 4 of 22
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The CorDaptix product (formally called CIS Plus, Generation.3)offers a
robust Credit and Collections solution along with a full suite of products
which complimentthe Credit system. The proposed solution
encompasses five modules;

e Creditand Collections

Field Orders

Payments

Adjustments

Core CIS

@ v @ @

The system boasts a customer centric hierarchy which allows Nicor to
transition fmm a premise based system to a customer based system. The
customer centric structure provides a comprehensive data model and
may act as the anchor for the enterprise wide customer centric repository.
A strong Behavior Model will facilitate proactive financial analysis to
predict potential credit risks, allow for multiple credit cycles, assesses
customers uniquely, ultimately reduce charge-off activity. Other system
features include:

e The systemis table and companent driven.

e Plug-in components allow Nicor the ability to change the core
application without compromising upgrades and dependencies on the
vendor.

¢ The application business rules objects are written in COBOL and can
be invoked utilizing enterprise JavaBeans.

e CorDaptix uses dynamic HTML (DHTML), a web browser interface
and the Tuxedo communication middleware.

e SPL has developed a well-defined and documented methodology for
conversion of legacy data; the system conversion tool kits will help
facilitate the conversion steps and allows for incremental conversions.

e The XML integration will aid in the process of developing interfacesto
share data with third party systems.

e The system operates on an Oracle or a DB2 platform. Either platform
will accommodate high volume current and future requirements and
can be leveraged as an enterprise wide platform solution.

SPL WorldGroup has the experience and expertise gained from many
successful implementationsof the CorDaptix product. The implementation
of the independent CorDaptix Credit and Collections solutionis a new
venture for SPL. Their system is componetized with CIS as the core of
the system. The full suite of products would be installed on the system
with only Credit and Collections and it's associated modules "turned on".
This will allow the Credit and Collections module to function without the
necessity of removing modules or code from the base package, thus
ensuring the integrity and completeness of the system. SPL has

06/25/04 Page 5 of 22
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exercised functional and technical analysis to ensure a sound and stable
configuration. There is , however an element of risk associated with an
unproven scenario such as this and caution and due diligence are
recommended. It may be prudent to incorporate contractual safeguards in
the event of a serious situation during constructionand implementation.

The Credit Selection team arrived at it's recommendation after an argues
process involving two very strong and viable vendors. Both vendors met
the business functionalrequirements. Both vendors' products operate on
a platform which Nicor can embrace. The Selection team felt that the
differentiation between the two vendors was SPL WorldGroup’s ability to
offer a robust suite of products which complimented their Credit solution.
The team felt that SPL offered an enterprise wide, customer centric
database solution that would serve Nicor's strategic direction towards a
customer centric repository. SPL’s solution offers plug-ins which allow the
system to be customized without vendor interventionand associated
costs. The selection team is confident that SPL WorldGroup offers a
viable Credit and Collections solution with associated products which can
be utilized to complimentthe Credit system. The team views SPL as a
strategic partner who is well positioned to meet and exceed Nicor's
strategic initiatives.

06/25/04 Page 6 of 22
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2. Preferred Vendor Review

2.1 Background

SPL WorldGroup, Inc. is a subsidiary of SPL WorldGroup B.V., privately
held and incorporatedin the Netherlands. SPL (Systems Programming
Limited) traces it's origin to 1968 with it's first office In Johannesburg,
South Africa. Over time, SPL established independent offices in Israel,
Australia, Southeast Asia, and the United States.

In 1994 these independent replicas came together to create a single
global entity to share investment expertise and to deploy it's services
worldwide. Today SPL employs over 550 staff members , 170inthe U S,
with offices in San Francisco, CA, Chicago, IL, and Morristown, NJ. The
company CEO is C. D. Hobbs.

22 Corporate Overview

SPL WorldGroup, Inc. is an international provider of advanced information
technology, consulting, and software development services for large-scale
information processing and distribution organizations. SPL's services
encompass open system computing and legacy applications and include
IT strategy, software development, technology migration, and custom
applicationintegration. It's services are supported by a proprietary design
and development methodology based on object oriented programming
principles with a fixed price, fixed timetable basis with significant client
involvementin all stages of the process.

2.3 Revenues and Company Business

For fiscal year ending June 30,2000, SPL WorldGroup, Inc. reported net
worth of approximately $38,675,000 with $73,327,000 in assets and
$35,198,000 in liabilities. Its sales figures were $65,940,000.

The source of its sales revenue includes 75% in IT services and 25% in
license sales.

06/25/04 Page 7 of 22
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3 Credit Product Functionality

3.1 Overview

SPL WorldGroup's product proposal encompasses five components;
Credit and Collections, Field Orders, Payments, Adjustments and the core
CIS.

SPL WorldGroup's Credit and Collection component will allow Nicor Gas
to treat our customers as an individual rather then painting them with the
same color. The behavior model wiil allow us to segregate customers
based on their payments habits and make better business decisions that
will reduce the cost associated with turning off all customers.

SPL WorldGroup's Credit and Collection has some level of functionality for
the following processes. These processes were defined by the Business
Unit owner as the key functional requirements.

Customer ID — (Customer Centric)
Behavior Model

Credit Cycle

Route Selection

Charge Off

Collection Agencies

Deposit

Deferred Payment Arrangement
Customer Contact

Legal (bankruptcy)

Reports

*« ® & & & 0 2 9 & ¥

32 Customer ID/ Customer Centric

This Credit and Collection component has the ability to link a customer to
more than one account based on a unique identifier. This unique identifier
could be the customer's Social Securiiy number if available, Tax I.D. or a
number assigned by the product. SPL WorldGroup's Credit and Collection
component has the capability to map to a user defined field which can
contain the Nicor Gas account number.

33 Behavior Model

The Behavior Model allows the business unit to set their rules for behavior
modeling by a behavior score. For the behavior score, the business unit
would write a rule to perform action based on an event. The events could
include number of years as customer, deferred payment arrangements
exist, or any status of a field which can be interrogated. Based on the
score, the user may determine what action to take. The action the user

06/25/04 Page 8 of 22
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may perform could include but is not limited to a friendly letter, a telephone
call or disconnectthe service.

3.4 Credit Cycle

Flexibility of SPL WerldGroup’s Credit and Collection component allows
the Business Unit to define their credit cycle through businessrules. The
credit cycle will not depend on our current billing cycle as it does today.
Once the customer is billed, the Credit and Collections component will
take over if the customer does not pay their bill by the due date and take
whatever action based on the businessrule. If the Business Unit controls
the credit cycle, it will allow them to be able to monitor what the best
practice is to reduce delinquencies thus reducing charge-off.

3.5 Collection Agencies

SPL WorldGroup's Credit and Collection component has the ability to
monitor what process has taken place on an account. If a past-due
account was sent to a third party for telephone collections, the product has
the ability to tract the customer's performance based on the type of
contact made. If the customer did not fulfill the obligation, then the next
action taken could be disconnect of service or whatever rulesthe
Business Unit defined for the telephone collection process.

36 Deposit

The Credit and Collection component has the ability to link any type of
security item to an account, i.e. cash deposit, letter of credit, surety bond,
etc. Accounts can be monitored and automatically flagged for billing if
they meet the rules defined by the Business Unit. When the accountis
flagged to be billed a deposit, it will send an alert to the legacy system for
billing of the deposit.

3.7 Deferred Payment Arrangement

The Credit and Coliection componenthas a high level ability to set up a
customer on deferred paymentarrangements, but will need some
modification if a down payment is required at the initial set-up. However,
once an accountis set up on deferred payment arrangement, it has the
ability to monitor the number of times an account was set up, the number
of times an account defaulted. It also has the ability to send the account
to a work queue or supervisor if the account exceeded the requirements.

SPL WorldGroup does not have a Budget Program withinthe Credit: and
Collection Components. However, it does have the Budget Program in
the Billing Component of their Product.

38 Customer Contact

The Credit and Collection component records all type of contacts on a
customer's account. If a customer calls in for a final reading and is past

06/ 25/ 04 Page 9 of 22
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due, the accountcan be sent via a work queue based on the business
rules. This will allow the Business Unit to send this account directly to an
outside Collection Agent for further collection processing.

39 Legal

The Credit and Collection component has the ability to track a bankruptcy
from the time it is entered onto the customers account, track payments
made towards bankruptcy and create reports based on the bankruptcies.

3.10 Reports

SPL WorldGroup has audit reports for exceptionsthat occurred during
nightly batch processing. They also have some canned reports, but other
reports need to be defined and built by the Business Unit.

3.11 Overall Look and Feel of User Screens

The overall look and feel of the screens are friendly and consistent. The
screens provide drop-down menus and alert buttons on the customer
account screen. {Alert buttons could be customer on deferred payment
arrangements, medical condition exists, etc)

3.12 Security

The System Administrator in the Business Unit has the ability to set up
security at the Manager, Supervisor and Group Levels. Security can not
be set up at the field level, but can be at screen level or business function
level. (i.e. certain fields, screens or business function level can not be set
up to view only, but rather change and update)

3.13 Assessment

Strengths
Behavior Model
e Behavior pattern — driven off score which is

Has the ability to set account up on
deferred payment arrangemenis, but lacks

determined by an event

Multiple credit cycles

User defines business rules

Ability to link a different type of security
item to an account

Customer Centric

Has some canned reports —business unit
defines all other reports

Has a full suite of product offerings

Utility industry knowledge

Enables the client to define how the system
distributes work to teams and/or individuals
(work queues)

System Administratorhas the ability to set
security at screen level but not a field level.

a down payment calculation.

Budget plan available in billing component
only

Currently does not have field level security.
Due to be incorporatedin Q301 release.

06/25/04
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Architecture

4.1 Application Framework

CorDaptix incorporates a module-based framework based on a fully
normalized data structure that includes the following benefits:

Componetized Architecture

CorDaptix is table and component driven. Plug-in components give users

complete control of the business functions. The major benefits of this

approach include:

e A table driven structure, in which Nicor can define values in control
tables that manage every aspect of the package.

+ Parallel background processesto ensure scalability. All background
processes can run in an unlimited number of parallel threads.

e Automatic restarts for all background processes. This eliminates
painful database restorationsif a job crashes.
Easy to test, fine-tune, upgrade and reuse businesslogic.
Easy to scale teams to build new components.
Nicor can define rules (as plug-ins) and identify which plug-in to use for
specific business tasks (such as bill printing or interest calculation) via
control tables. The package can call specific plug-ins to complete tasks
Nicor's way, using Nicor work processes.

Web Browser Interface

CorDaptix uses dynamic HTML (DHTML), a web browser interface, and

the Tuxedo communication middle-ware. The enhanced technical

architecture offers the following advantages:

e DHTML and JavaScript (no Java, no applets) to communicate with the
server.

e The system uses BEA's Tuxedo as the messaging middle-ware for
enhanced client/server communication.

e The application business rules, written in COBOL, can be invoked via
EJB (Enterprise JavaBeans) on the web server and/or called directly
from background process drivers.

¢ CorDaptix uses Extensible Markup Language (XML) to enhance
system communication and facilitate the process of developing
interfaces to share data with third-party systems. The system supports
third party Application Programming Interfaces {APl's} via XML--any
task that users can execute through a web browser, a third-party
system can execute using XML.

Meta-Data, Templates and Upgrade Tools
CorDaptix employs Meta-data to control the database structure and
business rules, Templatesto generate the business objects, and a
Meta-SQL. to define the Structured Query Language (SQL) calls

08/25/04 Page 11 of 22
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embodied in the business objects. These features include the following
benefits:

¢« Meta-data controls the database structure and business rules, which
reduces human programming requirements and simplifies upgrades.

s A fully normalized database. which is easy to understand.
access and maintain, and reduces conversion efforts and
improves performance. This can also simplify the transfer of
data to a data warehouse (which can then be normalized for
queries).

The system includes upgrade tools that can:
« |dentify the changes made to the original base product for Nicor

specific implementation.
Compare those changes to the enhancementsin the new version.

Integrate the database changes into the new product schema and

convert Nicor data
¢ Integrate Nicor modified business rules into the new product business

objects.

4.2 Customer Centric Data Model

CorDaptix provides a comprehensive Customer Demographic and
Geographic data model, which facilitate business processes to define and
maintain customer centric information as well as premise pertinent
information (see figure4.5.7below). Therefore, users can:

¢ Maintain demographic (i.e., customer centric) information about
individuals (residential customers) and business {commercial/industrial

customers).

+ Maintain geographic information (i.e., premise/location) about all
properties and service points.

e Keep track of customer contacts.

» Maintain Contract details for all obligations, including: Service
contracts for traditional gas services, and non-gas products.

» Support customer/accounts charge-off's.
¢ Assign and set up payment arrangements and deposits.

+ Define relationshipsfor direct-access {i.e., Customer Select) suppliers
and customers, and manage the customer choice program..

06/25/04 Page 12 of 22
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Figure4.5.1

Serv. Agr.-
Sew. Point
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4.3 Assessment

Scalable N-tier Architecture

Industry leading middleware (BEA Web Logic
Server)

Web Browser based presentationlayer

Well defined Business Objects Layer for easier
Cross-ProductIntegration

Strong configuration features both at data and
process level.

Abitity to customize the productbehavior by
creating the plug-insin house (by Nicor
team).

Plug-ins can be written in many programming
languages including MF COBQOL.

Add on componentslike Rates, Meter Reading
and Meter Management that can be leveraged
at a future date (Requires detailed analysis)

The product offering is integrated hence
may require additional implementation
efforts in terms of data conversionand
synchronization.

Evolved product architecture may have
residual un-engineered components

No in-built Archiving feature. May need to
be developed based on the credit
customers churn.

Well defined and documented methodology for
conversion

Readily available tool kit to facilitate most of the
conversion steps.

Ability to runincremental conversions.

XML based integration/interfaces architecture.

Well suited to transitioninto EAl architecture at
a future date.

The tool kit Business and Data Rules are
duplicated outside of the product. (Hence
caution needs to be used that these are the
same both in the package as well as tool
kit).

Higher learning curve for Nicor

Robust Data Model (based on the Utility Industries requirements)

Customer Centric and Premise Centric Meta Model

06/25/04
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Platform

5.1 Database impact

Currently Nicor supports both Informix and SQL Server databases. With
IBM’s purchase of Informix, it is very likely that Informix will have a limited
life. Based on the research regarding IBM’s strategy, we will no longer
develop new applications on Informix and will formulate a timetable for
moving current Informix databases to another DBMS. We will continue to
support SQL Server as it has a strong presencein smaller database
needs with package applications. We will need to embrace another major
database standard where package choices do not offer SQL Server. The
likely databases today are Oracle or [3BZ2. In terms of package offerings,
Gartner has stated the most popular underlying databases are Oracle and
SQL Server, with only the largest packages pursuing DB2. Per Meta
Group 5/2/2001, the distributed database market shares are Oracle (52%),
IBM DB2 (17%). Informix {(8%), and others (Microsoft, Sybase, etc @
23%). Meta Group predicts as IBM and Oracle aggressively target
existing Informix customers; IBM witl grow to 23%, while Oracle climbs to
54%.

It is dearly time to migrate our existing Informix databases to SQL Server
or the additional database standard. This will alleviate carrying
maintenance fees and needing skilis/staff to support 3 database engines.
However, it will take a fair amount of time to migrate roughly 30 databases
off of Informix (most significantly is MNIS and Lawson).

We don't think the database platformis a deciding factor for the credit
package selection since the choice of SQL Server with London Bridge isn't
certified at our volumes and has a fair amount of risk to it. So in either
case we will introduce a new database standard. We believe the
selection of the database vendor is a secondary decision. If SQL Server
was proven with London Bridge at our volumes on Windows 2000 {W2K),
it would be an influence to the credit package solution to stay within our
existing database standards.

5.2 Unisys impact

We are unable to project the additional load the Credit replacement will
put on the existing production mainframe. The Unisys effort related to
creditis data conversion, pulling out credit functionality from the legacy,
building interfaces, and extensive testing of all of these. SPL has

06/25/04 Page 15 of 22
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recommended three new development environments (development,
testing, and conversion) for the credit legacy team to work in. New
environments are required so the existing production support and CCISP
efforts are not disturbed. We believe it could be significant enough to
impact the existing developers throughputand also inhibit the
implementation effort.

Conclusion:
Based on the uncertainty of the Credit load on the mainframes, we
need to do one or more of the following: take some load off, shift
load around, or add processor. The addition of processor may cost
$1.5 - 2.0 million. IT Operations is trying to better analyze all the
choices, including the best utilization of our testing mainframe as
well. The possible impact could be to the business unit,
developers, and/or financially.

53 Assessment

* COBOL plug-ins for custornizationis attractive | ¢  Alpha site implementation as the Credit
with existing skills set present today. module has never been independently
configured. Technical feasibility and sizing

could be inaccurate.

e Industry leading middleware = BEA, Web Logic
Server

e Code may require vendor customization to
operate independently; could jeopardize
upgradability

e Standard APIs available for integration.

e Comfortable with high profile applicationsin the | e  Steep learningcurve, costs, skill

HP-UX environment. Existing skill set acquisitionand resources. Very little
knowledgeable in many of the tools and Oracle skill set today.
processes.

e Comfortable with high profileapplications in the
HP-UX environment. Existing skill set Stee

arnir?%curve costsvskili

acq |si ion artd resources.” Very little DB2

knowledgeable in many of the tools and skill set today.

processes
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Suite of Product Offerings

6.1 Overview

The Credit Selection Team conducted a validation of SPL WorldGroup's
suite of products to obtain a high-level understanding of their other
products and services. Listed below is a high level explanation of those
product offerings.

62 Rates
All rate algorithms are user-defined and component driven. The rates
engine also includes:
e Rate algorithms used to calculate the charges that appear on the
customer's bill.
s Perform rate studies and "what if* tests to determine the impact of
rate changes.
63 Billing
CorDaptix provides the complete support for defining bill formats and
creating the bills. Itincludes the support for:
e Pass-through billing (where outside vendors pass their changes
through to Nicor Gas) .
e The ability to pass charges throughto a third party so that the third
party can bill for our charges.
e On-line graphical view of bill usage comparison.

64 Meter Reading
CorDaptix provides fuil support for accepting meter reads and determining
consumption. This includes:
e Define and manage read routes.
e Download meter-read requests.
Upload meter-reads from a meter-read system or setvice.
¢ Traditionalusage meters (4,5 dial meters, etc.).

65 Meter and Equipment Management
CorDaptix allow the user to define and manage the metes and equipment
for each customer. It allows the user to:
e Define meter and equipment relationships
o Track the installationand configuration history of meters,
equipment, and other items.
e Select meters, equipment, and items for testing as well as manage
the service-relateddata resulting from those tests. This would also
include testing new meters shipped from third party vendors.

06/25/04 Page 17 of 22
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66 Field Orders
CorDaptix provides extensive, intuitive support for creating and managing
the filed order process.
+ Create and dispatch field activities.
» Download field orders for:
s Printing
e Electmnic routing
o Recordsresults of the field orders. This can occur through manual
updates or an electronic upload.
¢ Log ad hoc work requests from field personnel.

6.7 Payments

Allow users to accept and process payments received from the customer
or an outside agency on the customer's behalf. Users can:

Record customer payments

Distribute payments to the customer's accounts.

Distribute payments to multiple accounts.

Manage and resolve payments that are in error.

Cancel payments.

Manage automatic payments.

6.8 Adjustments

Provides tools for making adjustments to customer balances. Users can:
Levy miscellaneousfees and credits

Change a customer's debt.

Transfer debt between customers.

Route check requests to the accounts payable system.

*® O »
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7. Direct Vendor Investment

7.1 Overview

« Base License 1,018,000
s  Hardware 3,202,806
»  Connectivity 2,360
s 3" Party Software (database, etc.) 1,157,328
s Others
5,470,434
s Vendor Impiementation 976,950
Vendor Training 67.206 _ R
e EstimatedTravel and Expense 125,250 o
Total: 1,169,400
» Annual Maintenance Contract
e Package 203,600
e Hardware 350,000
e Dafabaselicense 154,000
s 3% party software licensing
| ¢ Other Infrastructure (leased lines, ete.} 14.400
Total: 722,000
06/25/04 Page 19 of 22
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Additional information

81 Vendor Ability to Deliver

SPL WorldGroup is well positioned to provide Nicor with a strategic
partner moving forward. Nicor can leverage SPL’s experience in the utility
industry when planning long term strategic initiatives and when shorter
term IGC regulatory modifications are required. SPL's staff members offer
a variety of utility and credit and collections expertise which can also be
feveraged when planning system enhancements. SPL is well regarded by
both Gamer and Meta and offer a robust report card of successful utility
implementations.

The selectionteam conducted a reference check with Omaha Public
Power District (OPPD). We spoke with Julie Comstock, Manager of
Customer Information System.

She offered the following comments and input relative to OPPD’s
experience with SPL.

¢ OPPD implemented the CIS Plus version 2.5.2 system. They
implemented the system over an 18 month period. They have been
using the system since Seotember 2000.

¢ Their former environment was an IBM mainframe and their objective in
selecting a package solution was to increase functionality. The SPL
system met those objectives.

¢+ Ms. Comstock was very pleased with the level of support received from
SPL over the course of the implementation. Their staff was
knowledgeable of the system and was able to suggest new process
and procedures.

+ OPPD reported that they speak with SPL on an average of a weekly
basis. The issues range from operational errors to medium and
moderate system problems. They have reported only 3 priority 1
problems since implementation.

* Ms. Comstock indicated that she was very pleased overall with the
level of service received from SPL and functionality of the system.

The Credit Selection team confidentlyrecommends SPL WorldGroup as
the vendor package solution to fulfill Nicor's goals towards improvingit's
Credit and Collections capabilities and to provide a strategic partner to
work with Nicor to realize long term strategic objectives.
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8.2 Final Selection

Criteria, Rankings, Weights

The Selection Team utilized the following criteria and weighted scoring
when determining its final vendor package selection.

Criteria Weight Facitor Score Weighted Score Weighted
Functionality 10 34 340 26 260
}Custom e - e - e
{Functional Extensibility/Other Product Offerings 8 18 - 144 40 320
Technical Direction 8 12 96 11 88
Architecture 6 21 126 34 204
Integration Feasibility 8 36 2 37 296
Tonaor RDT o Bialivay i &5 380 &5 545 ]
Total Score: 196 1474 223 1654
Weight Factor: ¢ to 10 (10-Most Critical)
Definitions: ]
Functionality|Base functionality of the system that supports the Credit business criteria

without significant package enhancements.

Customer Centric

The Data Structure design which allows for customer based information to
be stored in a relation database and to be structured around the customer
as the primary entity.

Functional Extensibility/Other Product
Offerings

Other software modules/packages, offered by the vendor, which can be
integrated within Nicor's operational system environment.

Technical Direction

The hardware/software platform in which the package operates and how
compatibleit is with Nicor's direction and preference.

Architecture

The functional layers of the package and connectivity with currentor desired
platforms--including process and data models extensibility.

integration Feasibility

The ability of the package to convert, migrate and integrate within Niwr
system environment(s).

Vendor Ability to Defiver]

The ability of the vendor to work with Nicor as a company--including the
capability/expertise of available resources.

06/25/04 Page 2t of 22
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e Credit & Collections |
ncor | | | | Created 6/14/2004 |

GAS

Systems Integrator Selection

Overview

A Request for Approach (RFA) was sent to the following vendors in July, 2001:
1. Accenture, LLP

2. Keane, Inc

3. ESP (Energy Solutions Plus, Inc)

4. SPL WorldGroup

Responses were received from the following vendors by August 14, 2001:
1. Accenture
2. SPL
3. Joint response from Keane and ESP

Scoring

The leadership team of Dan Rourke, Barbara Zeller, Cindi Reyes, Ron Katt, Cindy Nelson,
Tim Kaufrnan reviewed the vendor responses Supplemental information was requested
from the vendors to clarify various components of each anoroach. The SPL response was
deemed inadequate to meet Nicor's full project requirements (including integration with
legacy systems). The Accenture and the Keane/ESP proposals were evaluated with a
scoring matrix (see attached summary).

The leadership team recommended Accenture as the preferred vendor at its meeting on
August 29,2001. This choice was confirmed at the September 2001 Sponsor meeting.

Note: This document was created 6/14/2004 to summarizevendor selection process Page 1
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G AS
IMeeting called by: Dan Rourke Date: August29,2001
Participants: Dan Rourke, Barbara Zeller, Tim Kaufman, Cindy Nelson, Ron Katt
Meeting place: " BZ's Start:  4:00 p.m. End: 5:00 p.m,
Purpose of meeting: Credit Project Leadership
I Agenda items Time alloited

8l Vendor Selection

Vendor Selection Criteria— Give your updated vendor sefeciion grid to Dan.

Options - Dan will notify Accenture that ey are the preferred Sf of choice

Negeotiations/Approach — We feel we have mutual leverage by virtue of the fact that we want a fixed bid and not te exceed
$T0MM. Kyle has to get Bob comfortable with the bid, and we have to get Rocco/Barbara comfortable that we can do ff for less
than $70. [f can be a win/win without having another vendor in the loop.

Nicor as Sl — We need to move in that direction for phase il. If itis the only option to save the projectwe're ready to go for it.
Design, Build, OPERATE? We're suspect thaf it can really save us money. Not a priority.

Accenture Meetings Thursday/Friday

Cost Risk Matrix (Attached) - Give any concems or questionsto Dan. Jose will double check the Nicor calculations and clarify
what the cal¢’s are.

Strategies/Approach for Fixed/Notto exceed
Role in IT Infrastructure- Keith and Ron will be at Friday's meeting.

W woniracts

SPL License/Maintenance update (DWR - notes) — Tim/Ron have copies and wilf give Dan comments
- DR talk to Ron on "gap in liability"
Gartner assistance -Analyst calf 8/31.
Source Code requirements — BZ will tatk to Guerry Walters
Defining acceptance criteria Dan wilt get Accenture’s thoughts
Need to check Customer/1 approach

1@ minutes
Unisys update {Ron) —
- Tim/Cindy own.
- Whois Tech Lead? Tim/Cindy to decide

- ADS estimate due 8/31 (Actually was published 8/29)
= Unisys $- Ron owns

- Doesthis tie to the system test slice effort? Cindi
- Leadership to make deagisior Wednesday 9/5 on next steps and timing.

Biztalk update (Cindy)

Project Start-up timeline {Dan) — Rocco wants as much § moved to next year as possible from an OF perspective. We need fo
be creative,

FPC Presentation/timing -Meeting is now set for 9/13. Rocco wants a separate meeting in advance with Phil and Kathy.
Currently set for 9/10.

CAWINDOWS\PersonalM82901 credit leaders.dog

08/30/2001 v1

l
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] Accenture Keane/ESP

51 Selection Critera i Tim K. [Dan R. [Cindi R. [Cindy N. |[Tim K. [Dan R. [Cindi R. [Cindy N.
Relationship with SPL 2 3 2 2 0-1 0 0 i
Familiarity with Nicor 2 3 3 2 2 3 3 2]
Project Methodology 3 2 2 : 3 3 3 |
Utility Experience 3 3 3 2 1 2 2 1]l
Credit Experience | E 3 3 2 1 2 2 o}t
Package Experience 3 2 3 3 1 2 3 1
SPL Experience | 3 2 3 2 1 0 0 3|
Change Mgmt 'ﬁ - 2 2 2 - 3 3 1
IT Ops Capability 3 2 3 2 1 1 1 0
Culture Fit 1 3 3 1 2 3 3 2
Architeciural Leadership 2 1 1 2 2 3 3 2
Risk Mgmt Approach 2 - P 2 2 - 3 1
| Integration with Project Office 1 2 0 1 3 3 3 3
Testing Expertise 213 2 2 2 23| 3 2 2
Program Management/QA 3 2 1 2 3 3 3 3
Unisys Background/Support ? - 3 ol ? - 0 1
EAl Experience 3 2 - 2 ? 1 - 1
SCM Experience i 3 3 2 2ll3 (SCM) 2 2 1
Flexibility in Pricing and

Appraach u 2 2 2 1 213 2 2 3
L.ong -term Nicor relationship 3 3 3 2 3 3 3 2

Scale 0-non-existent; 1- weak; 2-average; 3- strong
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Daily Metering of Transportation Customers

Rate 74
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PLANY-SUDGET AUTHORIZATION REQUEST
4009 404
NOFR: Use additional pages If more space Is nesdad
BUDGET MEM NO. [DEPT. NO. JBIVISION ACTIVETY TYPE (Sa0 bask) AFUDC (See back)
8806 127 1 ALL METERING Oves (Ao
w.  sment] 172085-173051 [ameammon
.0 & RETREMENT OYes (N0
UENO. NBA/MR/PI/SING,  |EST. EFART DATE EST. COMPLETION DATE |
1997
YEAR o YRETIRES ;
ovaRen__ & ] TOTAL 1,859 4,800 6,659 |
ROJECT LOCATION i
Conpany wi de. E
[
ROJECT DESCRIPTION
Dai |y metering of Transportation custonmers. Rate 74.

aut hori zed amount by $573K.

FERNLATIVES CONSIDERED
ASOME FOR REQUEST
l;
\SONL FORBUDGEr RewisioN 1) .
2.

pr

0j ect.

Cost for Phase | of this project exceeded previously
(See Exhibit I).
Request additional ' fundsto conplete Phase II of this
Estimate is based on 4,000 custoner

installations. (See Exhibit II).

35

R R

YEAR YEAR
DOTAGE | SEE | TPE ClASS FOOTAGE | SIZE | WSTALIED | TYPE FOOTASE | SEZE | INSTALLED TYPE
OF TOTAL MAIN TO BEINSTALLED FEEY OF TOTAL MAIN TO BE RETIRED
IER FACIITIES {INSTALLED OR RETIRED)
RECOMMENDED TE BY BERIGD = o ys
o CAPTTAL (el _Iw_@s&gm/ 7 "?Z“( C0p VLTA Y,
OF CAPITAL {eftarter) % i[arerovenathic ATE APPROVER BY BOARD "DATE !
( jv;.mskrclc- 4%"5 QA’?&? OF DIREETORS/ FPC
oK H BUDGET COMPLENOH / TOLELANCE CHECK 7 POST-RVESTMENT REVIEW
sl By OATE {JYES [IHO €] URDECIOED
WAL RATE OF RETURN IRR} % IF YES, QUARTER YEAR
SURER'S OFRICEAPPROVAL DATE APTUAL EXPENDITURES
{FPC to approve) AlD COMMITMENTS . :’fc COMPLEION DATE
THROUGH DATEOF COMPLETION [ 3
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SUMMARY OF DAILY METERING PROPOSAL

A detailed description of the dally metering proposal is attached The following isa
summary of the pros and cons of doing the project.

Pros

1 This capital expenditure would have a tariff for recovery d investment and ongoing
mai ntenance costs.

2. Project could generatea pogtive net present value o up to $18.5 MM with sale o
the release of storage capacity.

3. Reduction in manua meter reading and administrativeexpenses ($0.4 MM per
year).

4. Saled meter readingsto customers to improve account management ($66,000 per
year).

5. Sde d released storage capacity would generate at least $1.9 MM per year.
6. Establishment of more accurate MDCQs.

7. Fewer cancels and rebills because d meter reading errors.

8. Quicker discovery of dow or stopped meter due to more frequent reads.

9. Capability to do calendar month billing to match pipeline.

10. Ability to establish more accurate usage for allocating costs and offering new
sarvices.
Cons

1. Company would invest about $4.8 million for the project whenit islooking for ways
to reduce capital expenditures.

2 Future rate case order for transportation service rate desgn may not require daily
meteringof customers or decrease the number of customers needing daily metering.

3. If company does replenish some Rider 27 storagewith its own gas purchases, there
could be a negative net present valued as much as®9 MM without afuture rate
case.
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SUMMARY OF ECONOMic EVALUATI ON CF RIDER 27 DAILY METERING PROJECT

| nvest nent :

Annual Operating Cost Savings:

Annual Operating Revenues
Sal es of Meter Reads:

Facilities Charge:

Ri der 26 Sal es:

Annual Operating Expenses:

Net Present Val ue
Wth R der 26 Sal es:

W thout Rider 26 Sal es and
Excl udi ng Storage Costs

Wt hout Rider 26 Sal es and
I ncl uding Storage Costs

$ 4,761, 300
$ 391,700
$ 65,500

$ 1,209,800

$ 1,900,000

§ 233,100

$18,505,000

$ 5,700,000

$(2,900,000)
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REQUEST FOR PLANT BUDGET AUTHORIZATION

Daily Metering of Rider 27, Limited Transportation Customers

Summary

This proposa evauates and recommends the ingtalfation o dally meter reading
equipment ($4.8MM) as an option for 11,800 variable backup transportation customers.
The option would be available to alf customersserved under Rider 27, Limited
Transportation Service. Currently, NI-Gas manualy reads smdl transporters meters on a
monthly basis. Without daly usage information, the company cannot accurately monitor
usage and assess chargesfor customers who select less than 100 percent backup. Under
the arrangement of reading monthly, transporters are afforded supply flexibility, and
thereby encouraged to dect zero supply backup.

Daily metering of Rider 25, Firm Transportation Service customersis not necessary
because these customers have selected 100 percent backup service. Therefore, daily
metering would initidly be limited to Rider 27 customersthrough a new rider. At a later
date, the company may expand the proposed rider to include dai |y metering for Rider 25
customers. Thisreport focuses on providing daly metering for Rider 27 customers but
also contains information on serving Rider 25 customers.

The Illinois Commerce Commission (Commission) has been requiring gas Utilities, as part
of a rate case, to provide dailly metering for variable backup transportation customers. It
is anticipated that NI-Gas will be so directed in its next rate case It is proposed that NI-
Gas initiate an optional dailly metering rider to capture operational advantagesin
expense reduction and in setting its own implementation schedule. Based on
recommendation by the Rate Committee, potential Commisson action, and severa
service-related benefits of this program, it isrecommended that NI-Gas implement an
optional daily metering rider and fund associated costs.

Bac nnd

NI-Gas currently offers transportation service to t WO customer dasses. large userson
Rates 76 and 77 (240 customers); and small users on Riders 25 and 27 (16,200
cusomers). Ddliveriesto Rate 76 and 77 customers are metered on a daily basis by NI-
Gas. Pipeineddiveriesfor these customers are also monitored daily by NI-Gas. On
days when one of these cusomer's usageis greater than his pipeline deliveries, the
customer utilizes his own gas, which is stored in NI-Gasfacilities. Should he exhaust his
stored gas, he must purchase gas from NI-Gas. Daily metering of usage and monitoring
of pipeline deliveries allows NI-Gas to balance individua accountson a daily basisand
chargefor use of company gas.

In contrast to large transporters, smal transporters (operating under Riders 25, 100
percent backup, and Rider 27, Iess than 100 percent backup) are metered monthly, not
daly. There are gpproximately 11,800Rider 27 customers and 4,400 Rider 25 customers.
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While NI-Gas does monitor their daily deliveries, the lack of daily usage information
precludesthe company from determining when these transportersuse company ges
(That i unless a cusomer's end-of-billing-period balancesindicate a net use d company
gas) Under this arrangement, within a billing period, a customer can use company ges,
offset that use with higher ddliveriesinto storage and, by the end of the hilling period,
avoid charges for company gas use and/or potential charges for excess storage.

Additionally, under Rider 27, transporterscan elect a variablelevd of company-provided
gas supply backup. Transporters salecting no gas supply backup (or those exceeding
their backup level) who utilize company gas may be subject to severe "unauthorized use"
penalties. Here agan, these pendty charges cannot be accurately assessed without daily
metering.

The "unauthorized use' penalties are intended to encourage transportersto abide by
their contracts. To avoid unauthorized use, some customers purchase backup. Backup
charges contribute to pipeline demand feesfor peak-period deliverability. Third-party
gas brokers and some transporters, aware of the company's monitoring system, take
advantage of this supply flexibility by selecting little or no backup. This shifts the burden
of pipeline demand charges to non-trangporting customers, while providing peak period
availability o product and deliverability to transportation customers.

To provide the company some buffer in this arrangement, Rider 27 requires limited
backup customersto maintain a storage cushion. The required cushion isin reverse
proportion to their backup leve, ranging from one month's supply for no backup to zero
for 100 percent backup. The tota gas cushion for Rider 27 customersis approximately
82 Bef from mid-October through mid-March. Rider 27 customers may reduce their
required storage to 25 percent of the peak period amount during the summer months.

In recent rulings regarding transportation customers, the Commisson has required gas
utilities to provide daily metering for transportation customerstaking less than 100
percent backup, In the Commisson's opinion, daily metering is the fairest solution given
the complexities and potential inequitiesof transportation service. |t is anticipated that
NI-Gas will be required to provide dally metering in either its next transportation tariff
revison or general rate case.

Project Description

This project encompasses the development of an optional rider offering daily metering
for variable backup transportation customers and purchase and installation of the daily
metering equipment. The optional daity metering rider concept has been reviewed and
approved by the NI-Gas Rate Committee. This proposal provides an economic
evauation of project alternatives, and concludes with an investment recommendation.

Daily metering would be accomplished through the installation of Metscan telemetering

devices. NI-Gas would contract with avendor to install telemetering equipment sSimilar
to that used for large transportation cusomers. The customers would be required to
provide and maintain telephone service to the meters.
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Ingtd lations costs would vary depending on the customer's equipment configuration.
Cogtswould range from $160 for most digphragm meter accountsto $585 for speciaized
pressure senditive equipment using rotary or instrument meters. The Rate Department
has recommended that digphragm metered customers be charged a $4 per month meter
fee and larger customerswould be charged a $12 per month facilities charge, These
charges are based on the estimated incremental investment and annual operating
expenses as shown on the attached Exhibit A. Exhibit B shows the monthly metering
chargesfor other Illinois gas utilities.

|f alt Rider 27 customerswere to eect to take the daily metering option, total equipment
outlays would be approximately as shown in the following table

n Customers and Investment for Rider 27 Daily Meters u

} Customers: Diaphragm 5,100 4]
Rotary/Instrument 6,700

“ Total 11,800 rl
Cogts ($MM) Diaphragm $0.8
Rotary/Instrument $.0
Total $48

Lower subscription rates would result in proportionately lower costs. If offered, Rider 27
participation is anticipated to be close to 100 percent, as dimination of the need for
carrying the cushion gaswould provide strong financial incentive to eect the rider. In
addition to the above mentioned equipment expenditures, NI-Gas would need to
replenish the cushion gas currently furnished by the Rider 27 customers. This cost ($16
MM, if fully subscribed) would be recovered through the GSC as gasissold. Carrying
cogts for this gas are currently recovered through inclusion in the rate base.

As an dternativeto NI-Gas replenishing the gas in storage currently provided by

Rider 27 customers, this capacity may be released for sale either on-system or off-system.
If on system, NI-Gas may wish to increase Rider 26, Experimental Storage Service or
Rate 20, Nominated Storage Sarvice. An additional 8 Bdf of Rider 26 storage would
generate about $1.9 million of revenues. As Rate 20 capacity, 8 Bef would generate
about $26 million of revenues.

In addition to overcoming the difficultiesassociated with monthly metering, installation d
the daily metering equipment would alow NI-Gas to sgnificantly reduce manual meter
reading and administrative expenses (05 MM annually at fuli subscription, see

Exhibit A). Daily metering would benefit both customers and the company by providing
greater flexibility in servicing these accounts. Daily meteringwould provide:
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establishment of more accurate MDCQs;

fewer cancelsand rebills because d meter reading errors,

quicker discovery of dow or stopped meters as meters are read more often;
calendar month billing to match pipeline billing;

ability to establish more accurate usage basisfor alocating costs and offering new
services;

provide frequent readings to customersto improve account management; and
possihility of more storage capecity for Rate 20 or Rider 26.

NO RN

Alternatives

NI-Gas can wait for the Commission to impose daily metering in its next rate case or
transportation tariff filirg  Alternatively, NI-Gas could accelerate the project on its own
initiative. Accelerating the project would result in increased cods to the company
(discussed in the economics section), but it would alow the company to set its omn
implementation schedule. In arate casg, it is anticipated that intervenors would request
and recelve a rapid implementation schedule.

NI-Gas could offer this service at higher prices to makeit even more economicfor the
company to provide daly metering. As shown on Exhibit B, prices for smal meters
range from $8.50 per month to $40.00 per month and for large meter installationsfrom
$32.00 per month to $63.80 per month.

Severd brokers have approached NI-Gas to inquire about ingtaling this equipment
themsdves. NI-Gas current position isthat the broker would provide the equipment and
phone line while NI-Gas would ingtall and maintain the equipment. The broker would
reimburse NI-Gas for the installationcogs. Allowing brokers to purchase the equipment
and pay for installation reduces NI-Gas investment and financial exposure. However,
without a coordinated program for ingaling the devices, they may be ingtdled in a
haphazard and inefficient manner, resulting in more long-term operating expenses.
Therefore, NI-Gas should initiate the program to maintain quality control over the
project.

In a related issue, NI-Gas (and the Commisson Staff) has a strong interest ininitiating
pesk-day storage withdrawal limitationsfor variable backup transportation customersin
itsnext rate case. This program has potential to reduce interclass subsidies of pipeline
demand charges. Implementation of this program would require that daily metering

capability be available.
Economics

As discussed above, NI-Gas can wait for a Commission directive imposing daily metering.
That directiveis anticipated within two years, and is regarded in this andysis as the
dternative case. The incremental costs d implementing this program prior to the rate
caeis evaluated as the base case and the economics of this case are shown below.
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The table below shows the present value andyss results of the costs and savings
associated with implementation of dally metering as shown on Exhibit A. The present
vauesin the table are detailed for each rider and type of ingtdlation at full subscription.
Lower subscription rates in a segment would result in proportionately lower values. The
table alsoillustrates the sgnificant present-value cost d replenishing Rider 27 cushion
storage gas, that is, the difference between the " Including Storage” and "Excluding
Storage” sections. It should be noted that dl of the capital outlays, operating expense
savings, and carrying costsfor the storage gaswould be recognized and fully recovered
through required revenues of rate restructuring.

l MET PRESENT VAL UE (SMM'S) I
ﬁ Including Storage Excinding Storage u
i Rider 27 | Rider 25 | Total | Rider27 | Rider25 | Total |
l Diaphragm | (2.1) (0.0) (2.1) 16 (0.0) 1.6 Wl
Rot/Inst. (0.8) ©.7) (1.5) 41 o7 -| 34 |
TOTAL (2.9) on | 6o | 51 | o1 50 ﬂ

Assuming a Commission Order to implement dailly meteringin two years, the additional
net present value cost of doing the project now would be about $03 MM. Thisresults
from the present-valuecarrying costsfor equipment and storage ges being only partially
offset by the operational savings. The carrying costs for the equipment and the
operationa savings would not be reflected in rates until the rate case. The carrying cost
d thestorage gas would also be incremental to this aternative, though they were
included in NI-Gas last rate case.

If the company were ta sell the Rider 27 required storage balance as an additional 8 Bef
d storage capacity, the net present vaue of the project would be a positive $185 million
usi ng Rider 26 revenues.

Recommendation

Based on acceptance by the Rate Committee, impending Commission action, favorable
positioning for storage withdrawal limitation initiatives, and the service related benefits
this program, it is recommended that NI-Gasimplement an optional daily metering rider
and fund associate costs.

It is dso recommended that the rider initidly be limited to Rider 27 customers, since
these are the transporters with variable backup servicewhich will require daily metering
when transportation tariffs are modified. Installation for customerswould be according
to the following timetable:
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Sept. 15, 1994  File Daily Metering Option with ICC.

Nov. 1, 1994  ReceiveICC approval. Start cusomer sgn-up, and begin ingalling
equipment as cusomerscompletetheir telephone ingallation.

Jan. 1, 1995 Close sgn up period.

Dec. 1, 1995 Complete Rider 27 ingallations. Customerscan draw down storage
balances. Begin billing under new option.



item

Customers {#)

Investment ($000)
Meter Instelledion
Metscan System Upgrade
Total

Annual Cpexeting Cost Savings ($000)
Speciel Got Reads @ $2.83
Reguler Reeds@ $.25
Efiminations of 11—Ts
(One Adiditional Day of Float
Total Operating Savings

Additional Benefits (5000)
Sele ot Meter Reads
Facilites Cherges (34 &$12)

Total Benefits of Projeet (5000)

Annual Operating Expenses ($000)
Storage Capacity Camrying Costs
Maintenance Cosls
TelephoneService
Total

Nst Annual Bansfit of Project ($000)
If Released Storage is Resald
at Rider 26 Revanues:

Rider 26 Sales
Less Storage Ceapacity Garrying Costs

Net Annual Ben. Excl. Sicrage

ASSUMPTIONS USED FOR DAILVLI ZRING ANALYSIS

[ JbitA
Pider 27 Customers Rider 25 Customers All Transportation Customers
Diashtagm Rotinet Total Diephragm Botfinelr Total Diaphragm Aotinzt Totad .
5,105 8,700 14,805 2,495 1,900 4,395 7,600 8,600 16,200°
$816.8 $3.010.6 $4,736.5 $599.2 $1,111,5 $1,510.7 $1,216.0 $5,031.0 $6,247.0
126 12.5 250 0.0 0.0 0.0 1285 12.5 250
gea.a $3.932.0 $4,761.3 $390.2 31,1115 $1,510.7 $1 2285 ‘65,043.5 $852?2.0
$159.0 $208,9 $367.9 $77.7 $50.4 $137.1 $238.7 $268.3 $505.0
1.3 186 29 0e 08 1.1 18 24 40
6.0 78 138 29 22 5.1 889 10.0 189
3.1 4.0 7.4 15 1.1 2.6 4.8 5.1 8.7
$169.4 $2223 $591.7 $82.7 892 __§1455 < _§Fa1 __$%65 __BBE6
$28.4 $a7.2 $65.6 $13.9 £106 $24.5 $42.3 $47.8 £90.0
$245.0 $964.8 $1,209.8 $245.0 $084.8 $1,2098
$442.8 $1,224.3 $1,667.1 $96.6 $73.8 $170.4 $599.4 $1,298.1 $1,837.5
$549.2 $720.8 $1.2700 $0.0 00 $00 $549.2 §720.8 $1,270.0
63.0 87 $145.7 308 235 54.3 93.8 106.2 200.0
378 49.6 $87.4 18.5 141 326 56,3 63.7 120.0
$650.0 $863,1 $1,503.1 $49.3 £37.68 £86.9 £699.3 $890.7 msx}ﬁ%
($207.2) $371.2 $164.0 $47.3 $36.2 $835 ($159.9) $407.4 $247.5
$500.0 $1,400.0 $1,900.0 $0.0 $0.0 $0.0 $500.0 $1,400.0 $1,900.0
$548.2 £7208 $1,2700 $00 $0.0 $0.0 $540,2 £720.8 %1,2700
$842.0 $24920 $3,334.0 $47.3 $36.2 $64.5 $689.9 $2,628.2 $3.417.5

oL/LL 2 (p=d) dM
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Exhibit B

Monthh Metering Charges for Variable Backup Transportation Cusomers

Small_ Large,
Central Illinois Light Company $16.80 $63.80
Central Illinois Public Service Company 29.00 56.00
Tllinois Power Company 40.00 40.00
lowa-l1linois Gas & Electric Company 8.50 ‘ e
North Shore Gas Company 34.00 45.00

Peoples Gas Light & Coke Company 28.00 32.00
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‘ Memorandum
Northern Miinois (GaS
Car e: Sept enber 15, 1994

Subject: Daily Metering of Rider 27 Qustomers
From: Mal col m Qui ck ¢ 4

To: St eve Cushman
Al Hans
Adri enne Reddi ck
Lyn Valor

On Septenber 14, 1994 t he Northern Illino¥s Gas Board of Directors
approved the capital investnent for daily¥ metetring of Rider 27
custoners. It s ny understandi ng that/each division Woul d have a worKk
order t 0 tract the investment dollars./ The attached exhibit shows
transportation custoners by division And can ba used to allocated the
$4.8 mllion estimted i nvestnent. e ————— e e s




Northen IIIinois Gas Company
Rider 25 and Rider 27 Customers by Division
as of September 14, 1994
Transportation Customers
Division Rider 25 % of Total R25 Rider 27 % of Total R27 Total

Northern 962 19.3 2,854 257 3,918
Central 715 14.3 1,533 13.3 2,248
West Central 1,126 22.6 2,330 20.3 3,456
Eagan 622 12.5 1,383 12.0 2,008
Northwest 438 8.7 1,133 9.8 1,569
Southern

Joliet 320 8.4 453 3.9 773

Kankakee 115 23 150 1.3 265

Ottowa 153 3.1 192 1.7 345

Bloomington 178 3.6 184 1.6 362

Paxton 42 0.8 32 0.3 74

Carthage 18 0.4 40 0.3 58

Total 826 16.6 1,051 9.1 1.877
Western

Rockford 206 4.1 898 7.8 1,104

Dixon 95 1.9 221 1.9 316

Total 301 6.0 1,119 97 1,420
Total Customers 4,988 - 100.0 11,503 100.0 16,491

oipl 4 (7-d) dM
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Memorandum

O

Northern Minois Gas

Date: Augug 17, 1994
Subject: Daily Metering of Trangportation Customers
From: Steve Cushman

To: Dan Rourke

I've discussed thisproposal with Deb Davisfrom the Meter Shop. The estimated "6 million
expenditurée' involvesthe ingallation of Metscan reading units on existing meters. . Metscan
unitshave been previoudy accounted for as a retirement unit and thereforeare properly
investable as a capital item.

b=

Steve Cushinan

E\wpdata\pltaccrg\steve\daimtr kle
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Memorandum

Northern lllinois Gas (Ol
Date: August 29, 194
Subject: AFUDC - Daily Metering of Transportation Customers

From: Steve Cushman

To: O Rourke

The Daily Metering project involves ingtaling daily metering equipment on the meters of
approximately 11,800 variable backup transportationcustomers. | discussed the installation
procedures with the Rate Department who noted that installation takes |less than one day and
that the equipment will be put into service in about oneweek. We onty record AFUDC for
situations where six or more morths of continuous construction is required, therefore, daily
metering does not qualify for AFUDC.

Subdividing a project into components to determine whether AFUDC can be recorded vias

also used for the Elgin/Volo/Troy Grove project. In that case, only two of the five
components qualified for AFUDC.

Steve Cushian

Lvwpdata\pltacctgiste ve\daimer kle
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Page of
Note: Use additional pages if more space is needed
[ P ST TEMNO, AMIND.  [REGIONM  [CAPHALTYPE [seeback) |AFUDE {see back) Estimated Expenditures ($000)
- Prev Total
g Py ‘l(;l Land/Building [ jves [Ano Year This Request Puthesization Authorigstion
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Project Location

Building &Acreage at1947 Bethany Road, Sycamore, lllinois

Project Description

FPurchase 15.9 acres andthe 52, 000 square foot biilding on it formally occupied by Monsanto Ine, This building will bé used to
house the relocated G.0. call center in early 2002 and the Highland operationin 2004. Also, alT mainframe and server backup site
will be created improving Nicor gas business continuation viability.

Aner natives Considered

For Revisiens {nly

Revision{circle)

Reasan for Request
-

scate main call center operation to much more favorabie labor markat to improve quality of customer care and
. .Jce attrition costs. Relocate Highland operation to permanent location to eliminate rent costs and create
‘—-z‘cergles with a combined customer contact and operations center. Create IT back up Center,
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Telecom and Servers purchased for call center.

Other Facilities (installed or retired). Also include any operating expense impact.

PC's, phone sets and furnaturerelocated from GO and Highland.
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Monsanto Building & Land

1947 Bethany Road, Sycamore

Financial Policy Committee
July 13, 2001
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Overview

Bait

# Recommend purchasing this 52000 Sqft
ouilding and 15.9 Acres of Land

§ Relocate Main Call Center from the General
Office to the new Building in early 2002

¢ Relocate Highland Operation to new building in
early 2004

# Relocate Training Center (Zoning Change
Needed), and Sell Ferry Road Property, or
create backup Data Center
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Monsanto Building
List Price = $3,900,000

i Appraised value = $3,57/0,000 to
$3,885,000 (Appraisal Research Inc.)

i 5 Miles from 1-88, 35 Miles from G.O.

¢ One Block off growing commercial
corridor of Route 23

# 15.9 Acres of property, 8.9 acres vacant
land
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Monsanto Building
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# The Building has 52500 square feet of
open office floor, private offices, training

and Meeting rooms and an open air
atrium

i ADA Compliant
# Back up Generator and UPS
§ Parking for 177 Vehicles
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Why Relocate Call Center

! Nicor Call Center Agents on straight time
have iowest cost per cal

i Call Center Attrition 60% Overall

i 73% in Naperville

I 41% in Rloomington
¥ 20% considered best practice

E Dekalb / Sycamore Ideal Labor Market

8LiL 8 (-4 dM



Why Relocate Call Center

§ DCED Data

i Dekalb County has a significant lack of clerical
jobs. Mean hourly rates are lower than
Chicago Suburban area and Nicor

{ Very little competition for call center agents

I Downsizing of over 500 clerical employees by
local companies due to M&A Activity and
consolidations

! Temporary Labor also at lower hourly rate

g2 2{p-2 dM



Why Relocate Call Center

gain benefits of labor market but close
enough to G.O. for support services to

respond
# Call Centers are production environments,

better suited away from Corporate Office
i Recent lock down of 4th floor resulted in
productivity gains

32/6 8 (p-d) am



Cost Savings

e A T
BRI TS

Reduction in attrition and lower temporary
costs = $250,000 annual

# Elimination of Highland Rent = $486,000
annual

# Tax Savings with "'Like Kind Exchange' =
$1,507,000

# Training Center Move = TBA

8201 () dM



Investment

g Telecom & I T = $500,000 to $800,000
(2002)
# Replacement of 4th Floor furniture, paint,

carpet, minor renovation costs to New
Building $750,000 to $1,000,000 (2002)

82/LL 8 (p-4) dM



Financials
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ERE: £

30 Year Scenario
i IRR =8.7%
i NPV @ 10% = ($543,000)

20 Year Scenario
I IRR=8.4%
I NPV @ 10% = ($600,000)

10 Year Scenario
i IRR = 6.4%
i NPV @ 10% = ($814,000)

#  Hnancid Andyssconducted by Chris Bates

84/Z1 8 () dir



i The Property Is an excellent investment
1 Very little renovation needed for Nicor use

# Dekalb / Sycamore is ideal location for
Call Center

E Opens up majority of 4th floor for other

departmental use

B Synergies in the operations and customer

contact areas If joined together

gic)L 864 dM
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| 00" ENTIAL
HZCQI MEMORANDUM

'Date: June 21,2001
Subject:  Cal Center Expansion/ Relocation
From: KevinKirby

To: RoccoD’ Alessandro

Executive Summary:
This businesscase isa recommendationfor atwo-year expanson/ relocationstrategy for Nicor Gas's call

center operation.

| recommendthat Nicor Gas relocatethe Call Center operation, currently housed on the 4® floor of the
Genera officeto the proposed Dekab/ Sycamore sitein Early 2002. | further recommend that we hold
off expanding the Bloomington eall center until 2003, after the Dekab site is up and running, and our
Bloomington management team gainsmore Nicor experience. At that timewewill be ableto better
determinethe best staffimg and attrition ba ance between the two sites.

Nicor Gas will gain many strategic benefits by basing both calt centersin more competitivel abor
markets. Thecall center operation has undergone many changesand improvemeats in the last fiveyears.
With the ability to hiredirectly intothe CCS position, we have gained many advantages. To further
leverage thisadvantage, it ismy recommendation that we move our main operationto the Dekalb /
Sycamorearea.

Background Information:

We have experienced a better recruiting and retention rateat our Bloomington call center. Aninitiative
waslaunched to seeif movingthe Naperville call center to arural areawasfeasible. 1t wasdetermined
thet theideal areawould be West or Northwest. We wanted to be somewhat closeto theinterstates, and
far enough away from Naperville to get thelabor advantage, but close enough for the support departments
to reasonably respond. The Dekab/ Sycamoreareawas identified asan ideal location.

ThelL abor Market Benefit:

Traditionally, call centersexperience higher than averageturnover. Theareawhere cost and quality can
be significantly impacted is recruiting and retention. According to datagathered during therecent PEAK
Initiativeour attrition rates for the 12-month period of March 2000 to March 2001 was asfollows:

Area Atirition
e Naperville 3%
¢ Bloomington 41%

e Combined 60%
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Further analysis showsthat 71% of all attrition happensinthe first 60 days of employment. Thisdata
supportstheneed to be ableto recruit a higher quality person. Detailsin attached exhibit (A). By moving
our call center west, our wagesare higher than theaverage, we fed we will be able to attract more
mature, career minded individuals. Wewill generate cost savingsthrough lessrecruitment and training
costs, aswell as increasing customer satisfaction.

Data gathered from the Dekalb County Economic Devel opment Corporation supportsthisthesis. In fact
accordingto Roger Hopkins, Executive Director of DCED, our current pay rateswill make us much more
attractivethat the current clerical employersin the Dekab/ Sycamore. Wehave a so determined that we
will havelesscompetition for clerical employeesin Dekalbl Sycamorethat we currently havein
Bloomington.

Attached in exhibit (B) is acopy of arecent Wage and Benefit survey for Dekdb Gounty. Thefollowing
theecategorieswould be similar to ow: CCS position:

Dekab County Dekalb County
Median Hourly Rate Mean Hourly Rate
s Clerk - DataEntry $8.32 $9.19
e Clak- Genegrd Office $10.58 $10.36
¢ Customer Service Rep $10.33 $10.85

Attached in exhibit (C) is alabor market andysis conducted by DCED. Unemployment stati sticsshow
that due to the seftening of t he economy, the unemployment ratehasrisenfor thefirst quarter of 2001.
Listed below isthe historical unemployment statistics:

e 2001 (1* Quarter) 4.3%
e 2000 313%
« 1999 34%
s 1998 3.2%

The report supportsour analysi sthat the availability of experienced call center workerswill begood. The
report showsthat there has been recent downsizing in both physical and clerical positions. Therehas
been clerical | customer service downsizingin thelast fiveyearsat the following:

e Duplex Products(50% Clerical) 415 positions

e CresativeCdligraphy (50% Customer Service) 105 positions

* Dekab Genetics/ Monsanto (100% Clericd) 280 positions(60 werecall center)
e Nestle(100% Customer Service) 30 positions

e |ded Industries(50% Clerical) 82 positions
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Threesmall telemarketingfirms operatein the area, but pay lesst han our current rates. Findly, the
attached report supportsthelong-termviability of aworkforce. Dekalb county, especialythe Dekalbl
Sycamoreare has show 2- 3 percentannua population and housing growth.

Other Call Center Relocation Benefits:

* Reocating to the proposed new building movesthe call center from "*An Open OfficeBuilding”
environment t0 asecureproduction environment. \We have seen anincreasein productivity since
lockingdown the 4® floor and partialy restricting access. Moving intoa purely production
environmentwill help productivity even further.

* TheNorthernlllinoisUniversity College town offersa student and spouse workforce. Thiswill be
especially helpful with our initiativeto gaff with temporary employeesin the summer monthsto
handle the spike of Turn-on calls.

» Theproposed siteisclose enough to theGenera Officefor the varioussupport services toremain
effectiveand responsive.

= Thenew site allowsenough roomfor larger training classrooms and spare cubicles. Thisgivesus
moreflexibility for ramping up for programsand bringing in temporaries.

s Thenew sitealowsreom for expanson. This could be effective if we can take on other Nicor work
such as replacing NEW,

« Byredocatingthe cal center out of the General Officewe free up 2/3°* of the4® floor for other
departmenta expansonar consolation from other offices.

IT Chdlenges

e Thereiscurrently no Fiber opticecireuit availablein thear ea of the new building. Thereisawork
around availableusing copper T-3's & T-1’s. Verizon (GTE) would put infiber if wepaidfor some
or dl of the cos. RonXatt islookingat optionsand costs.

e PBX ddivery time4to 6 months.

Highlevel Cost Estimates
e TheBuilding Asking Price$3.9 million. (Capitd). Detailsfor the building purchaseareoutlined in
the separate recommendation.

* Clean up, renovation, furnitureand other coststo move call center are estimated by CharlieWilliams
to be between $750K to $1 Million. (Some capitd, someOE). Theplanwill beto relocatethe
existing furniture from the fourth floor to Dekalb. The cubicle wallsare shortert han therest of the
building. The cost estimateis based on purchasing 125 workstationsat the BOS cost of $5,000. The
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reality will be somewhatless. Wewill rework the partsof the current 100 workstationsinto 125.
Thiswill take someadditional parts. The4™ floor will probably be outfitted with lessthan ahundr ed
"gandard" workstations. Thefinal furniture cost will be several hundred lessthan the estimate. A
work station. Detailsin exhibit (D).

e Telecom and other I T costsfor call centw are estimated to be between $500K to $750K. (Over 90%
will becapital). Detailsin exhibit (E).

e Depending on timing, some of the expenditurescould be held off until early 2002.
Financials: Detallson costs, NPV and IRR are detailed in the buil ding purchase recommendation.

Summary: A mgor differential that a Utility has in today's competitivemarket is customercar e and non-
traditional growth potential. | feel that Nicor Gas can moveour contact center operation toanew level by
moving west into arelatively untapped|abor market. The new hiring pool and expanded floor space of
the new proposedcall center W better enableour ability to growth the sales side of our operation.

Nicor Gas can moveinto acenter of "Operational and Customer Service Excellence’, like other top-notch
service operations. | recommend that Nicor Gas purchase the Monsanto building and rel ocatethe
Naperville ca center operation. Oce we have some dataon hiring and retention in the Dekalb county
aeg, futher consideration of expanding Bloornington can be explored.

Thank you for your consideration.
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Call Center Staffing ~March 2000 fo March 2001

Employees as of March 2000

63

Transfer /Pmmo / Retire (22.0)

Resign/ Terminate (2.0)

EBA (1.0)

Employees as of March 2001 3

Training Clases
Start Date Location FTE's Hired Removed a30 30.60 61-90 91-120 121-150 451-180 181-

08/21/2000 Bloomington 19 315 125 2 6 1 25 1 0
11/06/2000 Bloomington 9 20 11 4 4 2 0 1 0
02/26/2001 Bloomington 8 10 2 2 0 0 0 0 0
Subtatal 36 61.5 25.5 8 10 3 25 2 0
% 41% 31% 39% 12% 10% 8% 0%
05115/2000 Naperville 4 14.5 10.5 1 2 2 2 2.5 ¢
06/12/2000 Napervilie 2 14.5 12.5 6.5 2 4 0 0 0
07/17{2000 Naperville 5 19.5 14.5 4 5 1.5 0 4 0
08/21/2000 Naperviffe 3.5 9.5 o] 5 1 ¢ o 0 ¢
10/23/2000 Naperville 3 18 13 9.5 25 1 0 0 0
02/05/2001 Naperville 6 12 6 3 3 0 0 0 0
Subtotal 235 86 62.5 29 155 85 2 65 0
% 73% 46% 25% 14% 3% 10% 0%
Training Class -Total 595 1475 38 37 255 115 45 85 0
42% 29% 13% 5% 10% 0%

Grand Total FTE's 974

Prepared by: Shirley Welte
06/21/2001





